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ation and explain that your reports will only be 


interest in becoming a client—in the sense of 
m your project—explain that you will be glad to 
contact person only, provided that the anonymity 
e preserved. During these discussions try to learn 
st person's job, his or her view of organizational 
your project, and how much help you can expect 
e, ask your contact person to take you on a tour of 
ters or physical plant, and to try to give you an 
on's operations. 

re going to conduct an organizational diagnosis. 
ing your “scouting” that bears on items 1 and 2 in. 


dings so far in a report on the following to 


organization and the contact person (including 
ет) 
cluding your feelings and behavior and those of 


Y's view of the organization's strengths, weak- 
/blems, desired state (see topic 1 of the Inter- 


g of these issues (see topic 2 in the Interpretive 


ts about conducting a diagnosis—topics, methods, 
uals to be included 


Using the 
Open System Model 


А model of organizations as open systems is presented that can help practitioners 


if any, will 


both broad and focused diagnoses. 


THE ORGANIZATION AS 
AN OPEN SYSTEM 


Th М А i - 
model to divisions 
or departments within them (Beer, “жо, Hall, 1982; Katz and Kahn, 
1978; Kotter, 1978; Miles, 1980; Nadler & Tushman, 1980). One useful 
version of this model is shown in Figure 1 


System Elements 


Here are the main elements in the model and their key sub- 
components: 


Inputs (or resources) This includes the raw materials, money, people 
("human resources”), information, and knowledge that an organiza- 


its outputs. 
Outputs— This includes the products, services, and ideas that are the 


outputs back to the environment and uses others internally. 
Technology—This includes the methods and processes for transforming 
exercising 

medical judgment) as well as physical Ca drag therapy), and mechan- 
ical (e.g, computerized data processing) 
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NOTE: Dotted lines show feedback loops. 


Figure 1: Organizations as Open Systems 


Environment—The Task Environment includes all the external organiza- 


operations and its technologies. They include suppliers, unions, cus- 
tomers, clients, regulators, competitors, markets for products and 
irces, and the state of knowledge concerning the organization's 
technologies, The General Environment includes institutions and con 
ditions that may have infrequent or long-term impacts on the orga 
zation and its task environment, including the economy, the legal 
system, the state of scientific and technical Towed social institu- 
„the 


political Mtem, and the tional culture within which the organiza- 
tion operates. 
Purposes— Is, objectives, plans, and interests 
of i k are overall 
routes to goals, including ways of dealing with the environment (e.g. 
strategy for expanding operations into the construction busines) 
goals are desired end states (e.g. becoming the leading cor 
firm in the South), whereas objectives are specific targets and indicators 
of goal attainment (е.в. 5% growth per year). Plans specify courses of 
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action toward some end Purposes may be explicit or implicit in the 
decision makers’ actions. They are the outcomes of conflict and 
je the organiza- 


полит among powerful parties within and ou 
tion. 


‘behavior, 
interactions, and relationships between groups and individuals 
including cooperation, conflict, coordination, communi con- 


vision, leadership, decision making, problem solving, planning, goal 
setting, ово gathering, self-criticism, evaluation, and group 
learnis 

Culture This includes shared norms, beliefs, values, symbols, and rituals 
relating to key aspects of organizational life, such as the nature and 
identity of the organization, the way work is done, the value and 


and higher ranking members, 

Записите This includes enduring relations between individuals, groups, 
role assignments (job descriptions; 
authority, responsibly, privileges attached to positions) grouping of 
positions in divisions, departments and other uni ird operat- 
ing procedures; established mechanisms for handling key processes 
such as coordination (e.g, committees, weekly meetings); human 
resources mechanisms (career lines, reward, evaluation procedures); 
actual patterns (eg. informal relations, cliques, coalitions, power 
distribution) that may differ from officially mandated ones. 


Key Features of the Model 
The model contains several important ideas for diagnosis: 


(1) External condition influence the flow of inputs (resources) to organiza- 
tions, affect the reception of outputs, and can directly affect internal 


88 


standards. Figure 1 depicts the possibility for direct impacts on inter- 
nal operations by showing a broken, permeable boundary around 
the organization. Feedback from outputs to inputs occurs when 
responses by customers or clients to products or services affect 
rce flows—for instance, when demand for cigarettes dropped 

i i sof 


smoking. 
Д (2) Organizations use many of their products, services, and ideas as inputs to 
ganizational maintenance or growth (as shown in Figure 1 by the 
feedback loop within the organizational boundary) A computer 


firm, for example, may use its own machines and software, and a 
university may employ its doctoral students as instructors. The 
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human consequences of work—including members’ satisfactions 


ute to the organization—are another form of output that has impor- 
tant internal impacts (see Chapter 3). 

Organizations are influenced by their members as well as their environ- 
ments. The employees and clients who enter an organization may 


st them, е them from within, 
hich the main job involves ed , classify- 

‘ng, or treating people, the same people who enter it are ultimately 
r, wealthier, 


or wiser. While these clients are being treated or receiving services, 
they may change or shape the very practices that were designed to 


and not to treat them as inanimate resources (e.g, Business Week, 
1981a). 
The eight system elements and their subcomponents are interrelated and 
influence one another. An organization's culture and structure affect 
members’ behavior, but their behavior also shapes the structure and 
the culture. Environments shape purposes, but organizations also 
shape their environments. Practitioners should therefore be on the 
watch for 
can i i г th 
ti si 1 ility, for example, that 
puter system i 


ays to use it Th may 
shape objectives as well as responding to tl 

Organizations are constanty Eid as аан among their 
system elements shift! An o! 's responses to internal and 


and their decisions about how to deal with them. Information about 
internal and external developments flows through both official and 
unofficial channels. Small changes in one part of the system may not 
require more than routine adjustments in other elements, but major 
changes in one element can set off a series of changes in others. For 
instance, if a firm hires people with somewhat less training than ast 
тй, current procedures for placing and training new employees 

be used with slight adjustments. On the other hand, if the 
firm sets up a branch overseas and begins to hire people who have 

home, major 
shifts may be needed in the technology, structure, and processes in 
order to adapt to the employees’ skills, experience, and work styles. 


The assumption that systems seek a state of "balance" has been widely 
criticized (e.g, Abrahamsson, 1977) and has been avoided here. 
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Using 


An organization's success depends heavily on its ability to adapt to its 
ir in which 


well as on its ability to tie people into their roles in the organization, 
conduct its transformative processes, and manage its operations (Katz 
& Kahn, 1978). These “system needs” do not necessarily correspond 
to the interests or priorities of top management (see “How to Choose 
Effectiveness Criteria,” later in this chapter). 


So far 
the, model has only been applied to the total organization, but a 
maj Or branch within be vi 

tem 


Evena si ‘work group with: be 
analyzed as a subsystem embedded within the larger systems. The 
broader organizational conditions shape the operations of such 
subunits but do not fully determine them. 


the System Model 


, The open system model provides practitioners with а comprehen- 


ге yet 
tion and understanding their relationships, 


rganiza- 


asic organizational information. Drawing on the model (and оп 
Levinson, 1972, pp. 55-59), we generated the following list of basic 
information about a client organization (or subunit) to gather at the 
beginning of a diagnosis. After obtaining the overview provided by 
this information, consultants can decide what topics, if any, they 


want 


to study in greater depth. The basic information that is most 


readily available should be gathered during scouting, and the rest of 
this information should be collected as quickly as possible after 
contracting to conduct a diagnosis. 


Basic «Organizational Information. 


(1) о 


o 


hutputs—main products or services, volume of sales, production, 
Services delivered etc; human "outputs" (indications of satisfaction 
and commitment such as absenteeism, turnover). 
Purposes—official statements of goals and mission; actual priorities 
as indicated by budget allocations to divisions, programs (e.g. per- 
centage of budget allocated to research and development) 


al 
piane, equipment ‘amount condition, e.g, age, degree of obsoles- 


ce 
by job category, social and educational а ‘raining and 
previous experience. 


i 
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ТАВІЕ 2 
Effectiveness Criteria 
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Type 


Operational Definitions 


Output Goals 
Goal Attainment 
Quantity of Outputs 


Quality of Outputs 


Internal System State. 
Costs of Production 
or Service 


Human Outcomes 


Consensus/Conflict 


Work and Informa- 
tion Flows 


Success/Failure (e.g. rocket launching). 
Productivity (units produced, hours of 
services provided, values of sales, services— 
sometimes per work unit or per time period); 
profits (revenues minus costs); revenues as 
percentage of investment; percentage of 
target group reached by services, messages. 
Number of rejects, returns, complaints; 
client, customer satisfaction; expert rating of 
services (eg. in health education) or work 
petformance (e.g, in manufacturing, min- 
tary); impact of services or products o 

target population (cg. impact of antiliter 
campaign). 


Efficiency (ratio of output value to costs— 
в. labor, equipment with constant 
quality); wastage, downtim: 
Employee satisfactions with pay, working 
ns and relationships; motivation 
(dis to work); work effort (observed, 
reported) low absenteeism, lateness, and 
turnover; health and safety of workforce. 
Agreement on goals and procedures; 
sion (mutual attraction, and identification 
with work group, and organization); 
cooperation (reported/observed) within and 
n units; few strikes, work stoppages, 
disputes, and feuds. 


Smooth flow of products, ideas and informa- 
tion; few snags, foul-ups, misunderstandings; 
rich, multidirectional communication, 
accurate analysis of information. 
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Interpersonal 
Relations 


Participation 


Fit 


levels of trust; open communicat 
feelings, needs between ranks; de-empl 
of status differences 


Subordinates participate in making de 
affecting them; diffusion of power and 
authority. 


Compatibility of requirements of syste 
elements. 


Adaptation and Resource Position 


Resources-quantity 
Resources-quality 


Legitimacy 


Competitive 
Strategie Position 


Impact on 
Environment 


Adaptiveness 


Innovativeness 


Size of organization (employees; cash, 
cal assets); resource flows (e.g, invest 
grants and budget support in nonprofi 
organizations). 


Human capital (experience, and traini 

employees); desirability of clients (e.g, 

tiveness of college admissions); reputat 
aff. 


Support and approval by commun 
public bodies; publi image; complian 


s (e.g, government р 
п control standards, accreditation of 


college) 
Market share, ranking among competi 
size, volume of bus 
the field or industry; 
exploit external opportunities. 


Ability to shape demand, government ; 
behavior of competitors, suppliers. 
Adjustment to changes in inputs and 
demands for outputs; flexibility in han 
crises, surprises. 

Number, quality of new products, servi 
procedures; incorporation of new 
technologies, management practices. 


Compatibility of internal system eleme 
requirements, constraints of 
environment. 
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Operational Definitions 


Output Goals 
Goal Attainment 
Quantity of Outputs 


Quality of Outputs 


Internal System State 
Costs of Production 
or Services 


Human Outcomes 


Consensus/Conflict. 


Work and Informa- 
tion Flows 


Success/Failure (e.g, rocket launching). 
Productivity (units produced, hours of 
services provided, values of sales, services— 
sometimes per work unit or per time period); 
profits (revenues minus costs); revenues as 
percentage of investment; percentage of 
target group reached by services, messages. 
Number of rejects, returns, complaints; 
client, customer satisfaction; expert rating of 
services (e.g, in health education) or work 
performance (eg, in manufacturing, mili- 
impact of services or products on 
ЕА Population (eg, impact of antiliter 
campaig 


Efficiency (ratio of output value to costs— 
equipment—with constant 
quality); wastage, downtime. 


Employee satisfactions with pay, working 
conditions and relationships; motivation 
(disposition to work); work effort (observed, 
reported); low absenteeism, lateness, arid 
turnover; health and safety of workforce. 
Agreement on goals and procedures; cohe- 
sion (mutual attraction, and identification 
with work group, and organization); 
cooperation (reported/observed) within and 

т units; few strikes, work stoppages, 
disputes, and feuds. 


Smooth flow of products, ideas and informa- 
ion: few snags, foul-ups, misunderstandings; 
rich, multidirectional communication, 
accurate analysis of information. 
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Interpersonal High levels of trust; open communication of 
Relations feelings, needs between ranks; de-emphasis 
of status difference 

Participation Subordinates participate in making decisions 
affecting them; diffusion of power and 
authority, 

Fit ity of requirements of system 


Comp: 
elements. 


(3) Adaptation and Resource Position 


Resources-quantity 


Resources-quality 


Legitimacy 


‘Competitive/ 


Strategic Position 


Impact o; 
Environment 


 Adaptiveness. 


Innovativeness 


Size of organization (employees; cash, physi- 
cal assets); resource flows (e.g, investment, 
grants and budget support in nonprofit 
organizations). 

Human capital (experience, and training of 
employees); desirability of clients (e.g, selec- 
tiveness of college admissions); reputation of 
staff. 


Support and approval by community and 
public bodies; publi ; compliance 
with standards of legal, regulatory, 
professional bodies (e.g. government pollu- 
tion control standards, accreditation of 
college). 


Market share, ranking among competitors in 
size, volume of business; reputation within 

е field or industry; full use of capacities to 
exploit external opportunities. 


Ability to shape demand, government action, 
behavior of competitors, suppliers. 
Adjustment to changes in inputs 
demands for outputs; flexibility in a handling 
crises, surprises. 
Number, quality of new products, services, 
procedures; incorporation of new 
technologies, management practices. 
Compatibility of internal system elements 
ments, constraints of 
environment 
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CHAPTER Ш 


LITERATURE REVIEW ON H-IORS 


This chapter discusses hi ical i iizati lationships (H-IORs). 


The first section of this chapter draws on exchange and resource dependence theories to 


examine H-IORs and their effects on o;ganizational performance. Following this 
discussion, I provide a critique of this literature. I argue that literature on IORs has not 
adequately addressed the moderating effects of market pressures in an organization's task 


environment and mission incompatibility between a subsidiary organization and its 


CMO. The last section provides a conceptual discussion about organizational 


4 performance. 
# 
+ В; К ical Inter-Oı 


The dominant theoretical persp for examining i 
relationships are exchange theory and resource dependence theory (Levin and White; 
1961; Cook, 1977; Pfeffer and Salancik, 1978; Provan, 1984; Oliver, 1990). Both 


theoretical provide an ion about why organizations enter into а TOR. 


Based on exchange theory, organizations seek formalized relationships with other 


zations to access resources needed to realize respective goals or objectives (Levin 


and White; 1961). Thus, exchange behavior is the focus of this theory, defined as 


voluntary activities between two organizations which has consequences, actual or 


ar dimit DA DIEC 


anticipated, for the realization of their respective goals ог objectives (Levin and White, 
1962, p. 588). 
Resource dependence theory builds on exchange theory to examine the benefits of 
IORs. Resource dependence theory recognizes that organizations are motivated to seek 
resources from other organizations, but also highlights the constraints or costs associated 
with these resource-secking activities (Aiken and Hage, 1968; Pfeffer and Salancik, 1978; 
Benson, 1975). In efforts to secure resources from the environment, organizations 
develop dependencies on those organizations controlling critical resources, These 
dependencies, however, constrain individual organizations in their actions and behaviors. 
Specifically, organizations become subject to the demands and preferences of those 
organizations holding critical resources (Pfeffer and Salancik, 1978). For example, 
organizations have been found to modify their practices and structures in response to the 
demands of those organizations controlling critical resources (Boje and Whetton, 1981). 
The loss of organizational control as a function of interdependencies is important 

to recognize given that organizations prefer autonomy and independence (Couldner, 
1959; Thompson, 1967; Benson, 1975). Resource dependence theory provides a 
framework to understand how organizations manage these competing objectives. 
Specifically, organizations establish formalized relationships with other organizations 
that strike a favorable balance between the benefits associated with resource acquisition 
and the costs associated with interdependencies. Thus, an organization's need for critical 


resources and its valuing of organizational autonomy determine the type of relationship 


d with other organizations. For example, organizations in critical need of 
resources are more likely to relinquish autonomy and establish relationships that involve 
greater interdependencies (Cook et al., 1983). 


One of the major advantages of exchange and resource dependence theory is that 


these perspectives are useful for understanding a variety of relational strategies - ranging 


from information exchange to merger (Scott, 1987). These theories recognize that a 


broad set of environmental and organizational factors render particular types of 


relationships more appropriate than others (Cook, 1983; Galaskiewiez, 1985; Oliver, 
1991). 


difficulties when 


The breadth of exchange and resource dependence theory pos 


evaluating the effects of a specific type of IOR. Many of the benefits that are discussed 
in literature on IORs apply to all types of relationships. For example, IORs, in general, 
represent an important source of information about the environment. I argue that a 
complete understanding about the effects of particular types of relationships requires an 
in-depth analysis of their structures and functions. Such analyses provide a better 
understanding about the ways in which particular relationships enhance an organization's 
ability to gain greater control over internal operations and the management of 
к environmental pressures, and, ultimately, improve its performance. 

The type of IOR of interest in this study is а hierarchical interorganizational 
relationship (H-IOR). An H-IOR is a collective arrangement of multiple organizations 
where one central management organization (CMO) holds legitimate authority over two 


‘These permit ically-dispersed 


or more subsidiary 
organizations to combine organizationally under a single corporate direction (Weil and 
i Stam, 1986), 

An H-IOR differs from a hierarchi ion or 


iyi " 
organization in that affiliation is not restricted to common ownership (Jaeger, Kaluzny. 


ate with an H-IOR on the 


and Magruder-Habid, 1987). Subsidiary organizations can aff 


basis of managerial or leasing contracts, or corporate sponsorship. This allows subsidiary 
organizations to retain discretion over their own internal operations and in the 
implementation of the directions established by the CMO. Thus, while subsidiary 
organizations are coordinated from the top down, complete authority and control is not 


relinquished to the CMO (Provan, 1984; Jaeger, 1987). 


The fact that subsidiary organizations retain some control in an H-IOR is a 
distinctive feature of the relationship. Because control is held at the level of the CMO 
and each subsidiary organization, this structure represents a combination of centralized 


and decentralized control. In the context of an H-IOR, centralized control is achieved in 


the hierarchical relationship between a subsidiary organization and its СМО. А CMO 
maintains legitimate authority over each subsidiary organization and their activities. For 
example, a CMO may assume responsibility for developing long-range strategies of the 
H-IOR and disseminating information about these strategies to each subsidiary 
organization. Decentralized control is achieved because subsidiary organizations retain 
some authority over their own internal operations as well as the objectives of the H-IOR. 
This authority is important for organizations to remain committed to individual interests 
and influence the decisions made by the CMO. In this way, for example, subsidiary 
organization may have an active role in the development of a strategic vision for the H- 


IOR. 


The ination of centralized and control between the CMO and 
each subsidiary is an appealing aspect of the H-IOR. Subsidiary organizations can 
benefit from the centralization of control through the existence of a centralized unit that 
coordinates resources and efforts among subsidiary organizations. For example, a CMO 
can establish greater political power among subsidiary organizations by representing their 
collective interests in negotiations with regulatory actors in the environment (Fennell and 
Alexander, 1987). On the other hand, overly centralized structures can also lead to 
organizational inefficiencies (Scott, 1987). For example, centralized control can limit or 
delay the flow of information among organizational units if critical information must pass 
through a single centralized unit (Crozier, 1964). Decentralized control alleviates 
inefficiencies associated with centralized control by providing individual units with the 


capabilities to take on creative initiatives and respond rapidly without the authorization of 


a centralized administrative unit (Jaeger et al., 1987; Bahrami, 1992). Thus, the 


of centralized and d ized control can establish a check and balance 


system to minimize inefficiencies that are associated with collective structures that are 
either overly centralized or overly decentralized. If successfully managed, H-IORs may 
provide subsidiary organizations with greater capacity to manage internal operations and 


environmental pressures, ultimately improving their performance 


Improving control over internal operations through H-IORs 


Effective control over internal operations is achieved when organizations pain 


competencies in three general strategic areas: cost leadership, differentiation, and focus 


| 


TIRRAQIES 


(Porter, 1986). А subsidiary organization can excel in each of these areas through its 
affiliation with an H-IOR. 


E: 


Cost leadership refers to an organization's ability to operate as a low-cost 


EES 


producer. Through entry into an H-IOR, subsidiary organizations have greater potential to 


lower their costs of production. Lower costs are achieved through the exploitation of 


Te Unione: 


economies of scale, the adoption of cost-effective strategies, and the implementation of 


standard management practices. Centralized control among a collective group of 


organizations facilitates the pooling of resources and the sharing of equipment and 


technologies (Dranove and Shanley, 1995). This coordination spreads fixed costs over 


more units of production and increases economies of scale, For example, the sharing of 


administrative costs can lower expenditures for each subsidiary organization (Ermann and 


Gabel, 1984). In addition, centralized control in a relationship can lead to greater 


enforcement over the behaviors of each subsidiary organization. A CMO is designed to 
monitor and develop the cost-effective strategies used by each subsidiary organization 


and other organizations in the environment (McNulty and Elston-Lafata, 1996). When 
cost-effei 


ve strategies are identified, these strategies may be incorporated into the H- 


TOR and adopted by each subsidiary organization. Furthermore, a collective arrangement 
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of organizations that is centrally controlled tends to manage organizational units by 
standardizing organizational activities (Mintzberg, 1979; Weil and Stam, 1986). Thus, a 


СМО may implement standardized procedures and routines that enable its subsidiary 


organizations to gain expertise in a single set of administrative practices eliminating time 
and resources needed to conduct administrative activities. For example, subsidiary 


organizations can reduce the amount of time and resources needed to evaluate personnel 


by relying on pre-established criteria for performance evaluations (Weil and Stam, 1986). 


Differentiation refers to an organization’s ability to enhance its uniqueness in a 
given market (Porter, 1986). An organization can differentiate itself from other 
organizations in a given market by entering an H-IOR. Differentiation is achieved 
because a subsidiary organization affiliates itself with the corporate identity of the CMO, 
often more easily recognized than the individual organization (Dranove and Shanley, 
1995). Thus, subsidiary organizations are set apart from other independent organizations 
in the market through their affiliation with a larger corporate entity. It is important to 
note, however, that differentiation on the basis of membership in an H-IOR is defeated if 
multiple subsidiary organizations reside in the same market arca. However, a CMO may 
facilitate differentiation among subsidiary organizations by assisting in the segmentation 
of the market where each targets a distinct market segment (Risk, 1992). Thus, а 
subsidiary organization can differentiate itself from other freestanding organizations and 
other subsidiary organizations in the same market area. 

Focus refers to an organization's ability to sclect a resource domain and tailor its 
strategies to fit the particular domain, Subsidiary organizations can improve their ability 
to target particular markets with the administrative and managerial support received from 
the CMO. Specifically, subsidiary organizations are in a better position to develop 
competencies and technical knowledge in particular resource domains once CMOs 
assume responsibility for administrative duties that are common to all subsidiary 


organizations. For example, the CMO may assume responsibility for administrative 


activities, such as personnel recruitment and training, thereby allowing subsidiary 


organizations to focus on daily operating and strategies aimed at increasing market share 


(Erman and Gable, 1984). 


roving the management of environmental pressures through H-IORs 


An organization's ability to operate effectively in a given market is constrained by 
environmental pressures. That is, an organization experiences pressures in their technical 
and institutional environment that constrain their ability to access critical resources and 


market goods or services to consumers (Meyer and Scott, 1983; Alexander and Scott, 


1984). However, ап organization's ability to manage such environmental pressures can 
be enhanced through entry into an H-IOR. 

One set of pressures experienced by subsidiary organizations are technical (Dill, 
1958; Scott, 1987). These pressures refer to factors (e.g., resource scarcity) that can 
prevent an organization from accessing certain resources or making exchanges in a 
particular market, Such pressures may be more effectively managed by organizations in 


an H-IOR (Provan, 1984). Entry into an H-IOR enables subsidiary organizations to gain 


greater access to critical resources by establishing interdependencies with other 
subsidiary organizations holding critical resources (Pfeffer and Salancik, 1978). For 
example, subsidiary organizations can access capital, equipment, or specialized staff from 
other subsidiary organizations or the CMO (Aiken and Hage, 1968; Alexander and 


Morrissey, 1988; Miner et al., 1990). At the same time, subsi 


diary organizations can 
access other intangible resources from other subsidiary organizations that improve their 
ability to exploit resources in the broader environment. For example, managers in an Н- 
ТОҚ can gain access to a network of other managers that possess information about the 

changing environment, new technologies, or more effective managerial practices, which 


in turn help individual subsidiary organizations exploit resources in the environment, 
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Subsidiary organizations can also manage technical pressures in an H-IOR 


through the accumulation of political power (Aldrich, 1979). Ofien, the exchange of 

resources among subsidiary organizations is limited due to geographic distances or lack | 
of formal interdependencies. However, a collective arrangement of organizations, 

centrally organized, renders greater political power and clout to each subsidiary 

organization, This political power enables subsidiary organizations to gain greater 


representation in the environment and control over resources held by other organizations 


in the market (Pfeffer and Salancik, 1978; Provan, 198 4). For example, subsidiary 


organizations m: 


achieve greater leverage in negotiations with actors in the environment 


such as insurers, employers, suppliers, and the government through their affiliation with a 


politically organized group of organizations (Weil and Stam, 1986). 


The second set of envi pressures is instituti ituti 


pressures 


š 
š 
Et 
E 
Li 
E 


refer to normative pressures that require organizations to comply to prevailing norms and pi 

beliefs in the environment, These norms and beliefs represent a complex set of rules and He 
ER 

beliefs that are constructed by agents in the environment such as professional groups, the а" 


state and public opinion, (Meyer & Rowan, 1977; Scott, 1987). By conforming to these 
prevailing norms and beliefs, organizations symbolize the adoption of “rational” and 
“acceptable” practices. The demonstration that organizations operate in a way that is 
consistent with the prevailing norms and beliefs about work serves to enhance their own 
legitimacy, and access to resources (Meyer and Rowan, 1977; DiMaggio and Powell, 
1983; Zucker, 1987). 


Organizations demonstrate their legitimacy to other organizations in the 


environment throug their affi ation with a CMO (Thompson, 1967; Pfeffer and 


Salancik, 1978; Fennell and Alexander, 1987; Miner et al ‚ 1990). Because the CMO 
represents all subsidiary organizations, it gains a greater position of power whereby it can 
exert greater influence over the normative environment, actively incorporates its own 


structures and beliefs into the prevailing norms in the environment, and gains recognition 
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as a legitimate actor (Scott, 1987; Suchman, 1994) Thus, a CMO is considered 
legitimate within the institutional environment, Given that legitimate organizations are 
thought to only affiliate with other legitimate organizations, a CMO can confer 


1 


egitimacy to each sub: 


багу organization through formal affiliation (DiMaggio and 


Powell, 1983; Baum and Oliver, 1990). 


‘The importance of decentralization in an H-IOR, 


The concentration of control in a collective arrangement of organizations does 
possess limitations. Centralized control can involve the loss of autonomy and 
independence, and constrain an organization's ability to allocate its own internal resources. 
(Weick, 1979; Oliver, 1990). Furthermore, centralized planning by a CMO often results 


in a “one-size-fits-all” approach to managing and organizational operations (Mintzberg, 


1979). Thus, the failure to take into account the complex pressures and needs of each 
subsidiary organization can limit an organization’s ability to specialize in particular 
market areas and respond to unique market pressures (Perrow, 1980). 

Limitations associated with centralized control can be minimized by allowing 
subsidiary organizations to retain some control over their own internal operations and the 
management of environmental pressures (Bahrami, 1992). These conditions enable 
subsidiary organizations to access support from other organizations in the context of an 


H-IOR, while also remaining committed to individual interests and responsive to 


individual demands. The decentralization of control can benefit subsidiary organizations 
in four major areas. 


First, subsidiary organi 


ions can retain discretion over internal operations and 
remain committed to their own individual interests. This allows them to modify "one- 


ize-fits-all" approaches to and organizational activities in a way that suits 


their own individual needs and interests. For example, an organization can modify 


seam ITA 


abc oce ob 


strategic and managerial decisions determined by the CMO to support its own effort to 


specialize in a given market despite the specialties of other subsidiary organizations, 


Second, discretion over internal operations enables each subsidiary organi 


to adapt to pressures specific to their own local environments. Subsidiary organizations 
face unique pressures in their local environment. Thus, the ability to respond to distinct 
market pressures is critical for their own viability. For example, subsidiary organizations 
are able to develop community outreach programs that are specific to the needs of their 


own local community and not generic to communities in general. 


Third, autonomy and independence among subsidiary organizations decouples the 


performance among each subsidiary organization. A collective structure of organizations 
that is organized with decentralized control is more representative of a loosely coupled 
system than a taut system. Thus, subsidiary organizations are only slightly related to. 
other subsidiary organizations and each is capable of fairly autonomous actions (Weick, 
1978; Scott, 1987). This structure alleviates concerns about the tight coupling of 
performance among subsidiary organizations, such that a decline in performance in one 
subsidiary organization does not pose a threat to other subsidiary organizations 

Fourth, the performance of all subsidiary organizations can be enhanced when 


each operates as a fairly ization. Subsidiary 


retaining 
autonomy and independence are more likely to maintain relations with consumers and 
community members (Mintzberg, 1979: Perrow, 1980; Weil and Stam, 1986). These 
interactions are important for the organization as well as the CMO. Strong ties with the 
community or consumers enable subsidiary organizations and the CMO to have greater 


insight about the needs of key constituents and better capabilities to develop strategie 


plans that satisfy such needs. 


meten mne 


Critique of the Literature on IORs | 


From the perspective of exchange and resource dependence theory. organizations 


enter formalized relationship with the intention of accruing benefits that enhance the 


organization's performance. However, literature on IORs tends to assume that benefits of. 
formalized relationships are uniform. That is, factors that differentiate the benefits 
associated with these relationships have been largely overlooked, 

Some literature has acknowledged that the effects of IORs are differentiated, For 
example, research has explored how organizational power affects the benefits associated 
with IORs (Cook, 1977; Provan, 1984). Organizations with a greater position of power 
relative to other organizations in the relationship tend to benefit more from an JOR 
because they are more capable of incorporating their individual interests into the goals or 


objectives of the relationship and can more easily exploit its opportunities (Emerson, 


1962; Cook, 1977; Provan, 1984; Powell, 1986). 


Baum and Oliver (1990) lend support that organizational characteristics can 
differentiate the benefits associated with IORs. These authors examined the effects of 


institutional linkages on the survival of voluntary day care centers, This study also 


examined whether particular 


moderate the 
between institutional linkages and survival. Organizational characteristics representing 


an organization’s liabilities were found to moderate this relationship. Organizations 


benefited more from the linkage arrangement when facing greater liabilities on the basis 
of their size, ownership, and performance. 

While there is evidence that organizational characteristics can moderate the 
relationship between IORs and organizational performance, the moderating effects of the 
environment have been largely ignored. For example, resource dependency theory 


addresses how en: 


mental factors prompt organizations to enter into an IOR, but does 


not take into account how environmental factors affect an organization's decisions about 
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Main Stacks DUE: 12-14-06 Main Stacks DUE: 12-14-06. 

DATE CHECKED OUT: 11-14-06 06:54PM DATE CHECKED OUT: 11-14-06 06:54PM 
AUTHOR AUTHOR: 

The Hispanic-American almanac : ar THE COMING OF THE PUERTO RICANS 
CALL NO: 973.0468 H6228 CALL NO: 973.04687295 C17 

BARCODE: 33173000968491 BARCODE: 33173000326385 

Main Stacks DUE: 12-14-06 Main Stacks DUE: 12-14-06. 


DATE CHECKED OUT: 11-14-06 06:54PM DATE CHECKED OUT: 11-14-06 06:55PM 


AUTHOR: Gann, Lewis H., 

The Hispanics in the United States 
CALL NO: 973.0468 G15 
BARCODE: 33173005442708 


Main Stacks DUE: 12-14-06 М | Х 
DATE CHECKED OUT: 11-14-06 06:54PM 12-28-06 Y Av ү? 


AUTHOR: Perez у Gonzalez, Maria, P 
Puerto Ricans in the United States Wy" N w ! 
CALL NO: 973.04687295 P415pue V 

BARCODE: 33173013621731 ` 

Main Stacks DUE: 12-14-06 \ 


DATE CHECKED OUT: 11-14-06 06:54PM 
1:3 


